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E.O. 11652: N/A 
TAGS: BEXP, ETRD, IZ 

SUBJECT: TWO U.S. COMPANIES IN EINAL CONTENTION FOR IRAQI 
LOCOMOTIVES 

REE: (A) BAGHDAD 1011, (B) ATHENS 3966. 

1 . MINISTRY OF TRADE OFEICIAL TOLD USINT OFEICER MAY 17 
THAT BIDDERS FOR GOES PURCHASE OF LOCOMOTIVES HAD BERN 
NARROWED TO TWO AMERICAN COMPANIES - GENERAL MOTORS AND 
GENERAL ELECTRIC. BIDDING IS FOR 47 LOCOMOTIVES WITH AN 
OPTION EOR AN ADDITIONAL 10, WIRTH NEARLY 1 MILLION 
DOLLARS PER COPY. 

2. REPRESENTATIVES OF GENERAL MOTORS AND GENERAL 
ELECTRIC HAVE MADE PRESENTATIONS TO THE LOCOMOTIVE TENDER 
COMMITTEE IN THE PAST WEEK AND THEY BELIEVE THAT 

THE STATE ORGANIZATION FOR RAILWAYS HAS ELIMINATED THE 
PRINCIPAL NON-AMERICAN COMPETITOR, MONTREAL LOCOMOTIVE 
WORKS, FROM FINAL CONTENTION BECAUSE OE EIRM'S POOR 
PERFORMANCE ON PREVIOUS CONTRACT. IN ADDITION, FRENCH, 
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JAPANESE AND EASTERN EUROPEAN COMPETITION HAVE BERN 
EXCLUDED ON TECHNICAL GROUNDS. 

3. BOTH GENERAL MOTORS AND GENERAL ELECTRIC HAVE 
ASKED THE GOI TO WAIVE ALL BOYCOTT REQUIREMENTS BUT SO 
FAR IRAQIS HAVE NOT RESPONDED. GE REPRESENTATIVE BELIEVES 
THAT TENDER COMMITTEE WOULD NOT HAVE NORROWED 
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COMPETITION TO TWO U.S. FIRMS WHICH CANNOT MEET IRAQI 
BOYCOTT REQUIREMENTS UNLESS THE TENDER COMMITTEE HAD 
PREVIOUSLY SOUGHT CLEARANCE FROM HIGHER AUTHORITY. 

4. COMMENT. THE FACT THAT MINISTRY OF TRADE OFFICIAL 
OF HIS OWN VOLITION RAISED THE LOCOMOTIVE CONTRACT WITH 
USINT OFFICER TENDS TO CONFIRM GE REPRESENTATIVE'S 
IMPRESSION. NORMALLY OFFICIAL WOULD NOT BE INVOLVED IN 
AWARD OF THE CONTRACT UNLESS IT POSED A POLICY ISSUE THAT 
HAD BEEN REFERRED TO THE MINISTRY OF TRADE OR THE 
SUPREME TRADE COUNCIL. HOWEVER, REFERRING THE 
MATTER TO HIGHER AUTHORITY DOES NOT NECESSARILY MEAN THAT 
THE IRAQIS HAVE DECIDED TO WAIVE THE BOYCOTT REQUIREMENTS. 
IN THE SIMILAR CASE OF THE NORTHERN GAS PROJECT, FOR 
EXAMPLE, THE STATE ORGANIZATION FOR OIL PROJECTS 
NEGOTIATED WITH AN AMERICAN COMPANY FOR NEARLY A YEAR 
BEFORE GOI DECIDED TO ACCEPT SECOND BEST RATHER THAN TO 
WAIVE REQUIREMENTS. NONETHELESS, THE GOES 
PURCHASE OF BOEING AIRCRAFT PROVIDES A PRECEDENT IN 
THE TRANSPORTATION SECTOR. 

PECK 
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